Manufacturers’ Inventory and Sales Expectations, First Hali 1972

IN the expectations survey conducted
in February by the Burean of Economic
Analysis, manufacturers projected
strong sales and substantial inventory
additions for the first hall of 1672
These expectations contrast with the
generally small size of the actual third
and fourth quarter changes. The ex-
pectations imply a sharp drop in the
stock-sales ratio from yearend 1971,
Manufacturers reported their inven-
tories in better balance at the end of
1971 than at any earlier end-of-quarter
last year. The percentage of stocks
judged “high' relative to sales and
unfilled orders fell substantially during
the fourth quarter after remaining
virtually unchanged in the first three

quarters, The amount of “excessive’
inventories held by producers also fell
sharply.

Sales expectations

Manufacturers expect sales to rise 6
percent in the first quarter and about
1 pereent in the second. The projected
first quarter increase is twice as strong
48 that projected in the survey taken
in November. Actual January salas
were strong—4 percent above Dacem-
ber and 5 percent above the fourth
(UATLET average.

Durable goods producers look for an
8 percent rise in the first quarter, with
all major industries reporting substan-
tial gains; a 1 percent rise is expeected
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in the next quarter. Steel producers
expect substantinl gainse in  both
quarters following low shipments of the
second half of 1971, when metal fabri-
cators worked off steel stockpiled earlier
in 1971 as a strike precaution.

Nondurable goods producers project
a broadly based rise in the first quarter,
amounting to 4 percent in the aggregate.
The aggregate is expected to show no
change in the second quarter, as small
declines in some industries offset gains
in others.

Inventory additions

Manufacturers expect to add $1 billion
to inventories during the first quarter
and %425 million during the second.
Accumulation in January, according to
preliminary estimates, amounted to
about one-fifth of the expected first
quarter addition.

Durable goods producers plan to in-
erease their holdings by $900 million
during the first quarter and $100 million
during the second. Durable goods inven-
tories were ecut in all four quarters of
1971, for a total reduction of $1 billion.

Nondurable goods producers plan to
add $70 millien to stocks this quarter
and $300 million in the second. During
1971 their stocks rose %1 billion, with
$600 million of the increase oceurring
in the fourth quarter.

Stock-sales ratios

If the inventory and sales expecta-
tions are realized, the manufacturers’
stock-sales ratio will be 1.63 on both
March 31 and June 30, 1972, compared
with 1.72 at vearend 1971. The ratio
has not been in the 1.6 range since
mid-1066.

The durable and nondurable stock-
sales ratios both held unchanged from
mid-1971 to vearend; both are ex
pected to decline in the first quarter
of 1972, with little change in the second
quarter, The durable goods ratio is
expected to drop from 2.03 on Decem-
ber 31 to 1.90 on March 31, and the
nondurables ratio from 1.35 to 1.30,
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Inventory imbalonce at December 31

As of Decamber 81, 1671, menulac-
turers halding 17 percens of totsl man-
ufrcturing inventoriea evaluated heir
atocks a8 “high”; 82 percent judged
them “about right”’; 1 percent, ‘low."”
The high ratio dropped 3 percentage
points from September 80.

The ‘high” ratic for the durable

SURVEY OF CUBRENT BUSINESS

goods group fell from the 23-24 percent
range in the firsi thres guarters of the
year to I8 percent at the end of 1871,
the lowast in § years. The nondurables
“high” ratie held at 15 percent at the
end of 1971, unchenged irom June and
Saptember.

Manufacturers’ inventories om De-
cember 31 were B1.84 billion in excess
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of neads (sfter netting excesses against
deficiencies), down from $2 billion on
Juns 30 and September 30. The year-
end imbalenee was equivelent to L8
percent of tetal producars’ stocks.
The net exeess held by durabls goods
producers fell from $1.62 billion on
Septamber 30 to $1.28 billion on De-
cetnber 31. The excess peakad at $1.90
billion in mid-1970 and drifted down-
wird thereafter. It was about 2.9 per-
cont of durable goods inventories
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